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EXECUTIVE SUMMARY 


At the request of the Project Manager, Randall Lamm, an interim review was compleled by Ihe Los Angeles County 

Metropolitan Transportalion Authority (Metro) Management Audit Services (Management Audit) for the Transportation 

Improvement Program (TIP) call for project Memorandum of Understendlng (MOU) P0002196. The Interim review 

covers the period from inceplion of the MOU to January 31, 2007. This MOU is lor State of California, Department 

of Transportation (Callrans) to construct a High Occupancy Vehicle (HOV) Lane and Soundwalls on Inlerstate 405 

from Route 105 to State Route 90. The estimated lotal prOJecl cosl for the ConstruC110n Capital compontlnt 01 the 

MOU is $44,615,000. The MOU is comprised of 

• $22,101,000 or 49.48 percent of Prop C 25 percent, 

• $2,154,000 or 4.82 percent of May 1989 Retrofit Soundwall (SW) Fund, 

• $9,930,000 or 22.23 percent 01 Congestion Mitigation and Air Quatlty (CMAQ), 

• $8,623,000 or 19.31 percent of Regional State Transportation Program (RSTP), and 

• $1,859,000 or 4.16 percent 01 Slate Transporl8tion Improvement Program (STlP). 

This review is based on the original MOU and amendments one through four which were in effect during the period 

of this review, 

The total project cost of $31,215,243 was Incurred from inception of Ihe MOU to January 31, 2007, We disallowed 

$4,447 of the 15 percent surcharge related to daims, which wore in noncompliance with the term of the MOU, 

Therefore, the allowable projeci oost is $31,210,796 {$31 ,215,243-$4,447). The MOU was amended lour times during 

the period under review, In each amendment the allocation percentage changed . Therefore, since these changes 

materially altered the lund allocation percentages. we calculated the projeC1 cost allocation separately based on the 

allocation percenlages shown in each related amendment. Melro's share of lhe aflowable project cost is $18,210,584 

for the period under review. 

Callrans was reimbursed $18,010.847 and no retention was Withheld, Therefore, the remaining balanco on this MOU 

Is $4,090,153 ($22,101,000 - $18,101,847). During the period under review, Caltrans has under-run the project cost 

by $199,737 ($18,210,584 - $18,010,847). 

lNTROf)l rCTTON 

Background 

This MOU is between the Caltrans and Metro. The MOU covers ooSI to construct HOV lanes on tnterstate 

405 from Roule 105 to Route 90. The project will alleviate congest/on, create rides-sharing usage and reduce al( 

pollution. The MOU commenced on December 20, 2001 and the amended lapsing date is June 30, 2009. 
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lNTR 0 Dl JrTJ 0 N 

Objectives 

The 	 review objectives were to: 

• 	 Determine Ihe allowabllity, aliocabillly and reasonableness of the incurred cos\. 

• 	 Determine whether costs incurred and billed were allowable under relevant cost standardS and in compliance 

with the specific generat terms of the MOU and project management guidelines. 

• 	 Determine whether costs incurred were properly and accurately charged to Ihe MOU, were reasonable In 

amount, and were supponed by documented evidence. 

• 	 Detennlne whether costs were properly racorded for reimbursement purposes and that reimbursements were 

received by the Callrans and the Metro's accounting records properly renect these transactions. 

• 	 Determine whether invoices were submitted within the lapsing date and within the period for which the 

funds were programmed. 

We reviewed the amount invoiced by the CallJans lor costs incurred in the performance of the MOU. The invoices 

were submilled between July 10, 2003 and February 8, 2007. We also reviewed the amounts paid. 

We conducted this attestation review in accordance with Generally Accepted Government Auditing Standards. Those 

standards require that we plan and perform tile review to oblaln sufficient, appropriate evidence to provide a 

reasonable basis for our findings and conclUSions based on our review objectives. We believe that the evidence 

obtained provides a reasonable basis for our findings and conclusions based on our review objectives. We used Ihe 

cost principles contained In the Federal Acquisition Regulation (FAR) Subparts 30 and 31, and Ihe MOU provisions to 

evaluate and analyze the inCUlTed cost. 

The cosl claimed Is the responsibility of Caltrans. Our responsibility is to express a conclusion based on the 

review. The review report is intended solely for the use of management and should nol be used for any other 

purpose without first consulting Management Audit. 
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TNTRODl JCTION 

Methodology 

We selected invoices submilled by Caltrcms and traced various costs included on the invoices 10 supporting 

documentation such as vendor's invoices. We reviewed the oosts for allowability in accordance with applicable cost 

standards Dnd compUanoe with lhe lerms and conditions of the MOU , We also reviewed lhe accounllng and granl 

records to delermine il the amounts claimed for reimbursement, as represented by lhe invoices submined by Caltrans, 

were actually paid, 

RFSI IT.TS 

Conclusion 

We questioned $4,447 of the lotal claimed cosl of $31,215,243 which was in noncompliance with a provision of the 

MOU. Since there were a number 01 amendments issued lhat materially altered Ihe fund allocation percenlage, we 

analyzed the project cost and compare 10 billing in accordance with the related amendment. Thus, Metro's share of 

the allowable projecl cosl is $18,210,584 , 

Caltrans was reimbursed $18,010,847 of the $22,101 ,000 programmed Prop C 25 funds and to date no retention was 

withheld. The remaining balance on this MOU 16 $4,090,153 ($22 ,101,000 - $18,101 ,847), During the period under 

review, Callrans has under-run the project cost by $199 ,737. 

Recommendation 

We recommended thai a close-out audit be performed 10 determine the I1nal project cost. 

Management Response 

Metro Projecl Manager concurred with lhe results and recommendatJons of the audit However, Call1ans Project 

manager Ihru the Division of Project Management disagreed with the audit findings 

Cal trans' Response: 

In Callrens' letter dated July t6, 2008, Caltrans disagreed with the review findings which question $34 ,096 In claimed 

costs, Cal trans response stated the following in pari: 

·eal/rans disagrees with I/Je audit finding. The expenses ore legitimate lJnd appropriate, The contractor change order 

(CCO) is to pay lor contract Item that needs change during construction due to field conditions that Is different than 

when the projecl was designed and the cost estimate was mado. 
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REST JJ.TS 


The fX)SI of $34,096 was pari of payment to the contractor to perform lJ CCO work that was beyond the scope of 

the contract. The work of drilling a 36" diameter concrete pils for the soundwall at a different location than shown 

on plan has affected the integrity of adjacent 50 years old deteriorated sewer line, The sewer line was originally 

constructed before the froeway was thers end Its loeation was not correctly recorded et thBt time, Upon insp8Clion 

of the ReS/dent Engineer, the sewer line replacement due to its broken condition is required to allow proper 

construction and ensure integrity of new concrete pile struclvre." 

Auditor's Rejoinder: 

We accept Ca/trans' explanation In regards to Ihe portion of Ihe daim cosl related to Ihe dilfering sile condition in 

the amounl of $29.649. However, we disagree wllh the 15 percent surcharge paid to the Victim Compensation and 

Government Claims Board. According to the Government Claims Program, the sIBte agency Is required 10 pay II 1S 

percent surcharge of an award when the Board approves the award on a daim filed against a slate agency. The 

surcharge will not be assessed on claims that are rejected by Ihe Board, We consider this surcharge to be a 

contingency cost which Is not allowable under FAR 31.205-7, ·Contingencles". FAR states "ContIngency meens 8 

possible future evenl or condition arising from presently known or unknown causes, I/Ie outcome of which is 

undeterrmn8ble 8t Ihe present lime ,costs for contingencies Dre generally un8/1owBble: If C8I1rDn5 had not losl Ihe 

claim broughl against them, Ihe 15 percent surcharge would not have been assessed, The 15 percent surcharge is 

lied to an event which the outcome is unknown at the time of the claim, Therefore, we believe thai the 15 

percent surcharge is a contingency 0051 end $4,447 of the claimed cost Is not a1\owable 8S part of the project cost. 

Mheholden 
Werl Aug 13 10;;8:582008 

Ru(/1e Holden 

Chief Auditor 

August 2008 

Audil Team: 

Rey Allmoren 

Andrew Lin 

Kathy Knox 
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APPENDlX A 

MOU.P0002196 


PROJECT FUNDING AND EXPENDITURES BY AMENDMENTS 


Budgeted 
Description Costs 

Amendment No.1 
Construction Capital: 

May 1989 SW $ 2,154,000 
CMAQ 230,000 
RSTP 8,623,000 
STIP 1,859,000 
Prop C 25% 17,749,000 
Total $ 30,615,000 

Amendment No.2 
Construction Capital: 

May 1989 SW 2,154,000 
CMAQ 230,000 
RSTP 8,623,000 
STIP 1,859,000 
Prop C 25% 17,801,000 
Total $ 30,667,000 

Amendment NO.3 
Construction Capital: 

May 1989 SW 2,154,000 
CMAQ 230,000 
RSTP 8,623,000 
STIP 1,859,000 
Prop C 25%) 22,101,000 
Total $ 34,967,000 

Amendment No.4 
Construction Capital: 

May 1989 SW 2,154,000 
CMAQ 9,930,000 
RSTP 8,623,000 
STIP 1,859,000 
Prop C 250/0 22,101,000 
Total $ 44,667,000 

Percent 
Allocation 

7.04% 
0.75% 

28.17% 
6.07% 

57.97% 
100.00% 

7.02% 
0.75% 

28.12% 
6.06% 

58.05% 
100.00% 

6.16% 
0.66% 

24 .66% 
5.32% 

63.21% 
100.00% 

4.82% 
22.23% 
19.31% 
4.16% 

49.48% 
100.00% 

Total Project 
Cost Per PCS 

$ 1,170,304 
124,677 

4,682,880 
1,009,055 
9,636,725 

$ 16,623,641 

794,579 
84,844 

3,180,897 
685,758 

6,566,527 
$ 11,312,605 

173,901 
18,569 

696,167 
150,084 

1,784,297 
$ 2,823,018 

21,989 
101,370 
88,027 
18,977 

225,616 
$ 455,979 

Audited 
Project Lost 

$ 1,170,304 
124,677 

4,682,880 
1,009,055 
9,636,725 

$ 16,623,641 

794,267 
84,810 

3,171 ,310 
685,488 

6,563,946 
$ 11 ,308,158 

173,901 
18,569 

696,167 
150,084 

1,784,297 
$ 2,823,018 

21,989 
101,370 
88,027 
18,977 

225,616 
$ 455,979 
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APPENDIX B 


MOU,P0002196 


SUMMARY OF AUDITED PROJECT COST 


AND BILLED COST 


Budgeted 
Description Costs 

Construction Capital: 
May 1989 SW $ 2,154,000 
CMAQ 9,930,000 
RSTP 8,623,000 
STIP 1,859,000 
Prop C 25% 22,101,000 

Total $44,667,000 

Total Project 
Cost .Per P<"':S 

$ 2,160,773 
329,460 

8,647,971 
1,863,874 

18,213,165 
$31,215,243 

Audited 
Project Cost 

$ 2,160,461 
329,426 

8,638,384 
1,863,604 

18,210,584 
$31,210,796 

payments 

nJa 
nla 
nJa 
nla 

$18,010,847 
$18,010,847 

Overt 
(under) 

(199,737) 

. .
MOU balance remaInmg $ 4,090,153 
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